CHAPTER 1119
EXCISE TAXES ON MOTOR FUEL AND SPECIAL FUEL
S.E 2403

AN ACT relating to the excise taxes on motor fuel and certain special fuel, and including
applicability provisions.

Be It Enacted by the General Assembly of the State of Iowa:

Section 1. Section 452A.3, subsections 1, 2, 3, 4, 5, and 6, Code 2020, are amended to
read as follows:

1. Except as otherwise provided in this section and in this subchapter, untilJune-30,-2020;
this subsection shall apply to the excise tax imposed on each gallon of motor fuel used for
any purpose for the privilege of operating motor vehicles in this state.

a. An excise tax of thirty cents is imposed on each gallon of motor fuel other than ethanol
blended gasoline classified as E-15 or higher.

e b. The On and after July 1, 2026, an excise tax of thirty cents is imposed on each gallon
of ethanol blended gasoline classified as E-15 or higher. Before July 1, 2026, the rate of
the excise tax on ethanol blended gasoline classified as E-15 or higher shall be based on
the number of gallons of ethanol blended gasoline classified as E-15 or higher that is are
distributed in this state as expressed as a percentage of the number of gallons of motor fuel
distributed in this state, which is referred to as the distribution percentage. For purposes
of this subseetion paragraph, only ethanol blended gasoline and nonblended gasoline, not
including aviation gasoline, shall be used in determining the percentage basis for the excise
tax. The department shall determine the percentage basis for each determination period
beginning January 1 and ending December 31 based on data from the reports filed pursuant
to section 452A.33. The rate for the excise tax shall apply for the period beginning July 1 and
ending June 30 following the end of the determination period. Before July 1, 2026, the rate
of the excise tax on each gallon of ethanol blended gasoline classified as E-15 or higher shall

be as follows:

b.-The rate for the excise tax shall beas follows:

(1) If the distribution percentage is not greater than fifty ten percent, the rate shall be
twenty-nine twenty-four cents for-ethanol blended gasoline-and thirty cents for motor fuel
other-than-ethanol blended-gasoline.

(2) If the distribution percentage is greater than fifty ten percent but not greater than
ﬁfty—fwe twelve percent the rate shall be twenty—mne twenty four and five- tenths cents for

(3) If the distribution percentage is greater than fifty-five twelve percent but not greater
than smty fourteen percent the rate shall be twenty-nme wenty-flv e cents ferethaneLblended

) (4) If the dlstrlbutlon percentage is greater than smty fourteen percent but not greater than
sixty-five sixteen percent the rate shall be twenty-n}ne twenty-ﬁve and ﬁve-tenths cents for

(5) If the distribution percentage is greater than sixty-five sixteen percent but not greater
than seventy 1ghteen percent the rate shall be Wenty-mne wenty—sm cents fer—ethanel

(6) If the distribution percentage is greater than seventy eighteen percent but not greater
than seventy—ﬁve twengz percent the rate shall be twengz-mne twenty six and ﬁve tenths

(7) Ifthe dlstrlbutlon percentage is greater than seventy-five twenty percent but not greater
than erghty wenty-two percent the rate shall be menty-n&neanérthree—tenths twenty seven
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(8) If the distribution percentage is greater than eighty twenty-two percent but not greater
than erghty—ﬁvetwenty six percent the rate shall be twenw-nme wenty seven and flve tenths

(9) If the distribution percentage is greater than eighty-five twenty-six percent but not

greater than ninety h1rty-f1v percent the rate shall be Rventy—nm&and—seven—tenths
twenty-eight cents : :

(10) If the distribution percentage is greater than ninety thirty-five percent but not greater
than ninety-five forty-five percent the rate shall betwenty—mneandmme-tenths wenty-elgh

and five-tenths cents

(11) If the distribution percentage is greater than ninety-five forty-five percent but not
greater than 51xty flve percent the rate shall be thirty wenty-mn e cents feeethaneLblended

(12) If the dlstrlbutlon percentage is greater than 51xty-flve percent but not greater than
eighty-five percent, the rate shall be twenty-nine and two-tenths cents.

(13) If the distribution percentage is greater than eighty-five percent but not greater than
ninety-five percent, the rate shall be twenty-nine and five-tenths cents.

(14) If the distribution percentage is greater than ninety-five percent, the rate shall be thirty
cents.

c. The provisions of paragraph “b” and subsection 6 3, paragraph “a”, subparagraph (2),
shall be subject to legislative review at least every six five years. The review shall be based
upon a fuel distribution percentage formula status report containing the recommendations
of a legislative interim committee appointed to conduct a review of the fuel distribution
percentage formulas, to be prepared with the assistance of the department of revenue in
association with the department of transportation. The report shall include recommendations
for changes or revisions to the fuel distribution percentage formulas based upon advances
in technology, fuel use trends, and fuel price fluctuations observed during the preceding
six-year five-year interval; an analysis of the operation of the fuel distribution percentage
formulas during the preceding six-year five-year interval; and a summary of issues that have
arisen since the previous review and potential approaches for resolution of those issues. The
first such report shall be submitted to the general assembly no later than January 1, 2020,
with subsequent reports developed and submitted by January 1 at least every sixth fifth year
thereafter.

!'} 2 For the prrvrlege of operatmg alrcraft in this state an excise tax of eight cents per
gallon is imposed on the use of all aviation gasoline.

6- 3. a. For the privilege of operating motor vehicles or aircraft in this state, there is
imposed an excise tax on the use of special fuel in a motor vehicle or aircraft.

(1) Except as otherw15e prov1ded 1n this sectlon and in thls subchapter, for-the-period
the rate of
the excise tax rate on e ach gallon of special fuel for d1esel englnes of motor vehicles used for
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any purpose for the privilege of operating motor vehicles in this state, other than biodiesel
blended fuel classified as B-11 or higher, is thirty-two and five-tenths cents per gallon.
(2) Except as otherwise provided in this section and in this subchapter, for-the-period

beginning July 1, 2015 -and-ending June-30,-2020; this subparagraph shall apply to the excise
tax imposed on each gallon of speecial-fuel for-diesel-engines—of motor-vehieles biodiesel

blended fuel classified as B-11 or higher used for any purpose for the privilege of operating
motor vehicles in this state. The On and after July 1, 2026, the rate of the excise tax on
each gallon of biodiesel blended fuel classified as B-11 or higher is thirty-two and five-tenths
cents. Before July 1, 2026, the rate of the excise tax shall be based on the number of gallons of
biodiesel blended fuel classified as B-11 or higher that is distributed in this state as expressed
as a percentage of the number of gallons of special fuel for diesel engines of motor vehicles
distributed in this state, which is referred to as the distribution percentage. The department
shall determine the percentage basis for each determination period beginning January 1 and
ending December 31 based on data from the reports filed pursuant to section 452A.33. The
rate for of the excise tax shall apply for the period beginning July 1 and ending June 30
following the end of the determination period. The Before July 1, 2026, the rate for of the
excise tax on each gallon of biodiesel blended fuel classified as B-11 or higher shall be as
follows:

(a) If the distribution percentage is not greater than fifty percent, the rate shall be

twenty nine and ﬁve tenths cents fepb;ed}esekblended—ﬁueLelassrﬁeeLaswepmgbepand

(b) If the distribution percentage is greater than fifty percent but not greater than fifty-five
percent the rate shall be twenty n1ne and elght tenths cents fer—bred*esekblemled#uel

(c) If the d1str1but10n percentage is greater than ﬁfty ﬁve percent but not greater than s1xty
percent the rate shall be thlrty and one- tenth cents feebredresel—blendediuel%lass&ﬁedras

@ If the dlstrlbutlon percentage is greater than 51xty percent but not greater than sixty-five
percent the rate shall be th1rty and four-tenths cents fe%redresel—blended—ﬁuekelassrﬁedas

(e) If the dlstrlbutlon percentage is greater than 51xty -five percent but not greater than
seventy percent the rate shall be th1rty and seven- tenths cents fer—bred*eseHalendediuel

(t) If the d1str1but10n percentage is greater than seventy percent but not greater than
seventy-ﬁve percent the rate shall be thlrty one cents feebred&esekblendediueLel&ssrﬁed

® If the dlstrlbutlon percentage is greater than seventy flve percent but not greater than
elghty percent the rate shall be thlrty one and three tenths cents fepbleehesel—blendediuel

(h) If the d1str1but10n percentage is greater than elghty percent but not greater than
e1ghty ﬁve percent the rate shall be th1rty one and Six- tenths cents fer—b;ed&esekblended

(1) If the d1str1but10n percentage is greater than e1ghty ﬁve percent but not greater than
nlnety percent the rate shall be th1rty-one and n1ne tenths cents feebreehesekblendediuel

(]) If the d1str1but10n percentage is greater than n1nety percent but not greater than
ninety-five percent, the rate shall be thirty-two and two-tenths cents for-biodiesel-blended
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(k) If the dlstrlbutlon percentage is greater than n1nety ﬁve percent the rate shall be

thlrty -two and flve tenths cents feeb&ed&eseLblendediueLeLassxﬁedﬁasMeehrgheeand

(3) The rate of the excise tax on special fuel for aircraft is five cents per gallon.
(4) On all other special fuel, unless otherwise specified in this section, the per gallon rate
of the excise tax is the same as the motor fuel tax under subsection 1.

b. Indelible dye meeting United States environmental protection agency and internal
revenue service regulations must be added to fuel before or upon withdrawal at a terminal
or refinery rack for that fuel to be exempt from tax and the dyed fuel may be used only for
an exempt purpose.

Sec. 2. Section 452A.31, subsection 2, paragraph a, subparagraph (1), Code 2020, is
amended by adding the following new subparagraph division:

NEW SUBPARAGRAPH DIVISION. (c) The total E-15 gasoline gallonage which is the total
number of gallons of ethanol blended gasoline classified as E-15 or higher, including E-85
gasoline.

Sec. 3. Section 452A.31, subsection 3, paragraph a, Code 2020, is amended by adding the
following new subparagraph:

NEW SUBPARAGRAPH. (02) The total B-11 gallonage which is the total number of gallons
of biodiesel blended fuel classified as B-11 or higher.

Sec. 4. Section 452A.31, subsection 4, paragraph a, subparagraph (1), Code 2020, is
amended by adding the following new subparagraph division:

NEW SUBPARAGRAPH DIVISION. (c¢) The aggregate E-15 gasoline gallonage which is
the aggregate total number of gallons of ethanol blended gasoline classified as E-15 or higher,
including E-85 gasoline.

Sec. 5. Section 452A.31, subsection 5, paragraph a, Code 2020, is amended by adding the
following new subparagraph:

NEW SUBPARAGRAPH. (02) The aggregate B-11 gallonage which is the aggregate total
number of gallons of biodiesel blended fuel classified as B-11 or higher.

Sec. 6. APPLICABILITY. The provision of the section of this Act amending section
452A.3 to require the department of revenue to determine the percentage basis for each
determination period beginning January 1 and ending December 31 based on data from the
reports filed pursuant to section 452A.33 for purposes of the excise tax on biodiesel blended
fuel classified as B-11 or higher applies to the determination period beginning January 1,
2021, and to each determination period thereafter, for the rate of the excise tax on each
gallon of biodiesel blended fuel classified as B-11 or higher beginning July 1, 2021.

Approved June 30, 2020
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